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Massachusetts Capital Expenditures Survey 
Part II: Most Major Industries Show Favorable Trends 


Nine industry groups which account for 54 
per cent of Massachusetts factory jobs plan 
higher expenditures per employee in the state 
than in the nation this year. In 1947 only six 
industries employing 35 per cent of the state’s 
manufacturing workers had larger capital out- 
lays per worker in Massachusetts than in the 
United States. Between 1947 and 1955 expendi- 
tures by Massachusetts manufacturers im- 
proved in relation to those in the country in 12 
industries and declined in seven. 

Manufacturers located in the metropolitan 
Boston area intend to increase capital spending 
more than those in the state as a whole in 1955. 
Springfield-Holyoke concerns expect a smaller 
rise in capital expenditures than the state aver- 
age. Worcester firms schedule a 15 per cent re- 
duction from last year’s level. 

Plans for increased capital spending in 1955 
are most prevalent among concerns employing 
over 500 workers. 


AN ARTICLE in the May Monthly Review provided in- 
formation on the capital expenditure and inventory 
plans of Massachusetts manufacturers in 20 major 
industry groups. This article compares trends in capital 
spending in Massachusetts and the United States, 
presents figures for the three largest metropolitan areas 
of the state, and analyzes variations in plans of differ- 
ent size concerns. 
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Massachusetts manufacturers plan to spend nearly 20 
per cent more in 1955 for new plant and equipment than 
they spent in 1954. How does this compare with ex- 
pected changes in capital expenditures in the United 
States? How do plans of various industries in the state 
compare with those in the nation? 

According to estimates for 1955 made jointly by the 
Securities and Exchange Commission and the United 
States Department of Commerce during February and 
March, manufacturers in the country as a whole plan to 


spend about three per cent less for new plant and equip- 
ment than in 1954. It was estimated that the low point 
in capital spending would be reached in the first quarter 
of 1955, however, with expenditures turning up in the 
second quarter. Capital outlays in the second half of 1955 
are expected to be higher than in the first half of the year. 

Twelve out of 19 major industry groups plan to spend 
more for new plant and equipment in Massachusetts 
in 1955 than they spent in 1954. In the country as a 
whole, only four industries expect to step up capital 
outlays, as shown in an accompanying chart. 

These figures for 1954 and 1955 for both the state and 
nation are estimates based on sample surveys. The most 
recent census figures on capital expenditures of manu- 
facturers were for 1947. The capital outlays planned by 
Massachusetts manufacturers for 1955 are five per cent 
less than was spent in 1947. In the United States, spend- 
ing for new plant and equipment in 1955 is expected to 
exceed 1947 expenditures by four per cent. 

Only eight industries in Massachusetts and seven in 
the United States intend to spend more for new plant 
and equipment in 1955 than they spent in 1947. In 
Massachusetts, the petroleum industry expects the 
largest increase, followed by the instruments, printing, 
and electrical machinery industries. 

When capital expenditures in 1947 and 1955 in Massa- 
chusetts and the nation are compared, the petroleum, 
instruments, printing, apparel, electrical machinery, 
and fabricated metals industries show the largest rela- 
tive gains in Massachusetts compared to the nation. 
The transportation equipment, machinery, chemical, 
and paper industries show the best performance in the 
country as a whole in relation to Massachusetts over 
the eight-year period. 
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Massachusetts manufacturers expect to step up the 
proportion of their total capital expenditures going for 
construction of new plants more rapidly than manu- 
facturers throughout the nation between 1954 and 1955. 
They will still devote a smaller part of their capital out- 
lays to construction than producers in the rest of the 
country, however, as shown in the second chart. 

Massachusetts and United States manufacturers 
plan similar increases in the proportion of their capital 
expenditures going for expansion rather than replace- 
ment purposes in 1955. But the nation’s factories will 
continue to devote a larger proportion to expansion. 
About 47 per cent of capital outlays will go for addi- 
tions to capacity in the country this year compared to 
39 per cent in Massachusetts. 


In comparing capital expenditures in various indus- 
tries it must be borne in mind that some manufacturing 
processes require relatively large amounts of capital 
equipment for each worker, while others need relatively 
little. At the end of 1954, for example, chemical manu- 
facturers in the United States had an average invest- 
ment in plant and equipment of $7,985 for each worker, 
while the apparel industry had capital equipment 
worth only $318 per worker. 

When comparisons are made between capital in- 
vestments in various areas, account must also be taken 
of the varying industrial composition of different regions. 
A region with a large number of chemical plants and 
petroleum refineries, for example, would have a much 
larger amount of capital investment than a region main- 
ly dependent on shoe and apparel manufacturers. 

Dividing capital expenditures in each industry by the 
number of workers in the industry to arrive at capital- 
expenditure-per-employee figures for each industry will 


reduce some of the distortions in comparing the per- 
formance of different areas. But this procedure will still 
not eliminate differences due to dissimilar types of 
operation even within industry groups in various areas. 
As an illustration, most capital investment in the 
primary metals industry in the country as a whole is for 
integrated steel mills and blast furnaces and the large 
pieces of machinery and equipment connected with 
basic steel operations. But the primary metals industry 
in Massachusetts consists mainly of relatively small 
foundries, wire-drawing mills, and drop-forging plants 
which require lower investment per worker. 

For all types of manufacturing establishments, 
capital expenditures per worker in 1955 are expected to 
average $283 in Massachusetts and $387 in the United 
States. The main reason for the greater over-all invest- 
ment per worker in the United States is that the country 
has a larger proportion of manufacturing establishments 
with relatively high investment per worker requirements 
than does the state. Only ten of the 19 major industry 
groups expect to invest more per worker in the United 
States than in Massachusetts in 1955, as shown in an 
accompanying table. 

Capital expenditures per manufacturing employee in 
1955 are expected to exceed the 1954 figure by 16 per 
cent in Massachusetts while they are scheduled to de- 
cline by seven per cent in the nation, according to the 
report released in March by the Securities and Exchange 
Commission and the Department of Commerce. The 
national estimates have been adjusted for comparability 
with Massachusetts estimates by elimination of ex- 
penditures for nonmanufacturing purposes. 

Machinery manufacturers are the only group plan- 
ning to increase capital outlays per employee between 
1954 and 1955 in the nation and reduce them in Massa- 
chusetts. Three other industries, the paper, shoe, and 
furniture industries, plan a smaller reduction in ex- 
penditures in the country than in Massachusetts. In the 
other 15 industries, Massachusetts either shows a greater 
gain or smaller reduction in capital outlays per worker 
than does the nation. 

Capital outlays per employee in Massachusetts in 
1955 will range from over $4,000 in the petroleum in- 
dustry and $647 in chemical plants to as little as $77 in 
shoe plants and $92 in apparel concerns. The relative 
rank of the 19 industries in capital expenditures per 
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worker is nearly the same in the na- 
tion as in Massachusetts, as shown 
in the table. 


In 1947, capital expenditures per 
worker averaged $393 in the 
country as a whole and $275 in 
Massachusetts. This year’s outlays 
in the state will therefore exceed the 
1947 figure by three per cent, while 
those in the United States will be 1.5 
per cent less than in 1947. Only six 
out of 19 industries in the nation plan 
to spend more per employee in 1955 
than they spent in 1947. In Mas- 
sachusetts, seven industries expect 
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MASSACHUSETTS UNITED STATES 
1955 | 1954 1947 1955 | 1954 | 1947 
$4,658 | $1,700 | $ 599 | $2,771 | $2,644 | $1,673 
647 492 1,024 95 1,000 1,168 
436 286 299 317 ste 267 
409 332 293 647 291 481 
386 419 510 819 839 875 
362 308 191 272 299 318 
349 248 142 192 219 | 211 
345 409 663 229 553 565 
336 287 436 389 500 278 
303 310 384 323 349 531 
299 296 300 405 407 407 
299 233 251 250 291 312 
264 176 258 205 214 128 
243 274 246 418 394 339 
183 204 265 191 216 275 
130 123 192 195 214 204 
104 127 159 116 137 228 
92 57 92 52 61 74 
77 88 92 60 68 77 





ing table. 

Only six of the 19 major industry groups had larger 
capital outlays per employee in Massachusetts than in 
the nation in 1947. These industries accounted for 35 
per cent of the state’s manufacturing jobs in 1947. By 
1955, large gains in planned outlays by instrument, 
printing, petroleum, and fabricated metals manufac- 
turers in Massachusetts caused these industries to 
also exceed the United States average expenditure per 
worker. Transportation equipment was the only in- 
dustry in which the state had a larger investment per 
employee than the nation in 1947 and a smaller invest- 
ment in 1955. A larger-than-national-average concentra- 
tion on shipbuilding and lower concentration on auto- 
mobile fabrication in Massachusetts is mainly respon- 
sible for the change. Automobile production has ex- 
panded since 1947 while shipbuilding has declined. 

Among the 19 major industry groups, Massachusetts’ 
position in relation to the country as measured by 
capital expenditures per worker improved between 1947 
and 1955 in 12 industries and declined in seven. 

The machinery and transportation equipment in- 
dustries are the only ones planning to increase capital 
expenditures per worker in the United States and reduce 
them in Massachusetts between 1947 and 1955. The 
miscellaneous group schedules greater outlays in both 
areas, but a much larger increase in the country than 
in the state. The lumber, textile, paper, and chemical 
industries plan lower expenditures in both Massachu- 
setts and the nation. In all four of these industries, a 
greater reduction in capital outlays per worker is 
planned for the state than the nation. In all other in- 
dustries, capital outlays trends are expected to be more 
favorable in Massachusetts than in the United States. 

In the instruments industry, the average capital in- 
vestment per worker in the United States in 1947 ex- 
ceeded the Massachusetts average by 49 per cent. In 
1955, however, Massachusetts manufacturers are plan- 
ning to invest 82 per cent more than producers in this 
industry throughout the country. 

Expenditures per worker in Massachusetts in 1955 
will exceed the United States average by the greatest 
percentage in the instruments industry, with the apparel 
and petroleum industries running close behind. State 
expenditures per worker will also be substantially above 


the national average in the electrical machinery and 
stone, clay and glass products industries. In the print- 
ing, shoe, and miscellaneous industries, expenditures 
per worker are expected to be about one-third greater 
in Massachusetts than in the United States. Fabricated 
metals manufacturers plan to. spend about one-fifth 
more per worker in the state than in the nation. These 
nine industries employ 54 per cent of the state’s factory 
workers. In the ten other industries, capital investment 
per worker will be greater in the United States than in 
Massachusetts this year. 


i 


To determine trends in capital expenditures in dif- 
ferent parts of Massachusetts, figures were compiled for 
the Boston, Worcester, and Springfield-Holyoke metro- 
politan areas. Manufacturing firms located in these 
three areas employ 59 per cent of the state’s factory 
workers. In 1954 they accounted for 64 per cent of 
capital spending of Massachusetts manufacturers and 
their planned capital expenditures this year will be 
62 per cent of the state total. 

Manufacturers in Greater Boston expect to increase 
capital spending in 1955 more than those in the state as 
a whole. They plan to step up spending 24 per cent 
compared to an expected state-wide increase of 20 per 
cent in total capital expenditures. Springfield-Holyoke 
area manufacturers expect an increase of 15 per cent, 
while Worcester manufacturers plan to reduce total 
capital spending by 15 per cent. Firms located outside 
of these three areas will account for 81 per cent of the 
increased spending for new plant construction in 1955 
but for only 26 per cent of the increase in machinery 
and equipment outlays. 

Increased spending for new machinery and equipment 
by metropolitan Boston firms is largely responsible for 
the area’s greater-than-state-wide gain in total capital 
outlays. Boston manufacturers plan to spend 17 per cent 
more for new equipment in 1955 than in 1954, compared 
to an expected gain of nine per cent in all Massachu- 
setts. They expect expenditures for new plants to rise 
only 11 per cent. This type of spending is scheduled to 
increase 49 per cent throughout the state. 
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Several new plants were built outside of Downtown 
Boston but in the Greater Boston area in 1954. To some 
degree the increase in machinery and equipment ex- 
penditures planned for 1955 is to equip these plants. A 
larger proportion of spending for new equipment to 
modernize existing plants rather than for construction 
of new buildings in the heavily built-up parts of Boston 
also helps explain the greater increase in equipment 
than in construction spending in Boston. 

Springfield area manufacturers also intend to step up 
spending for machinery and equipment by slightly 
more than the state-wide average in 1955, as depicted 
in the third chart. But their plans for construction of 
new plants do not quite meet the state increase. 

Worcester manufacturers expect expenditures both 
for plant and for new machinery to decline this year. 

Firms in all three areas plan to devote slightly smaller 
proportions of their capital outlays to plant construction 
in 1955 than manufacturers in the rest of the state. But 
Springfield and Worcester concerns intend to increase 
the percentage of spending going for construction over 
the 1954 proportion. 

Manufacturers located in metropolitan Boston expect 
to devote only 31 per cent of their capital outlays to 
expansion purposes this year as against 69 per cent 
going for replacement and modernization. Worcester 
firms also schedule a smaller proportion for expansion 
than those in Massachusetts as a whole, 20 per cent 
compared to 39 per cent. Springfield producers say that 
40 per cent of their capital spending will be for ex- 
pansion of facilities in 1955. 

Boston and Springfield firms intend to obtain slightly 
more than the state-wide average of 81 per cent of the 
funds needed to finance 1955 capital expenditures from 
such internal sources as depreciation charges and re- 
tained profits. Worcester manufacturers expect to secure 
practically all of the money from their own funds. 
Worcester firms borrowed a little over five per cent of 
the money used for capital investment in 1954. 

Very little new stock will be offered by Boston or 
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Springfield manufacturers to finance investment pro- 
grams in 1955. Firms in neither of these areas expect to 
obtain as much as the state-wide average of 5.6 per cent 
of the funds needed from sale of stock. Manufacturers 
in both areas will borrow about one-eighth of the 
amount planned for capital investment in 1955. 


The 769 Massachusetts concerns which reported 
their 1954 and 1955 capital expenditure figures to this 
bank also reported their employment figures. The 
respondents are classified into the seven different. size 
categories shown in an accompanying chart. 

Large firms plan greater relative gains in capital 
spending in 1955 than the smaller manufacturers. Firms 
employing between 500 and 1,000 workers expect to 
step up capital expenditures 60 per cent in 1955. Com- 
panies with over 1,000 employees plan a 29 per cent 
expansion, and those employing between 100 and 249 
workers expect to increase capital outlays 32 per cent. 
The smallest size group also plans a substantial increase 
in capital expenditures, but these firms will account for 
less than one per cent of total capital spending planned 
for 1955, as shown in the last chart. Firms in the other 
three size groups plan to spend less for new plant and 
equipment in 1955 than they spent last year. 

Plans for stepping-up capital expenditures are quite 
widespread among the larger manufacturers. About 
three-fifths of the concerns employing over 500 workers 
plan to spend more for new plant and equipment in 
1955 than they spent in 1954. Only 43 per cent of the 
concerns employing between 100 and 250 expect to 
increase capital spending. Less than one-third of the 
manufacturers in the other four size groups plan 
increases. 

In 1954, firms employing between 25 and 100 workers 
generally devoted a larger proportion of their capital 
expenditures to plant construction than did larger firms. 
But the proportion going for construction among these 
smaller concerns is expected to decline in 1955, while it 
is scheduled to rise in the four largest size groups. As a 
result, none of the size groups will differ widely from the 
state-wide average of 24 per cent of total capital spend- 
ing going for construction of new plants this year. 

The same size groups that plan to increase total capi- 
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tal outlays also plan to expand expenditures for both 
plant and equipment. The smallest size group, however, 
plans the greatest increase in construction expenditures. 
The largest size group expects to increase spending for 
new machinery and equipment 27 per cent in 1955, a 
greater gain than any other size group. 

The May Monthly Review pointed out that Massa- 
chusetts manufacturers on the average plan to devote 
39 per cent of their capital outlays to expansion pro- 
grams in 1955, to increase expansion spending by 31 per 
cent over the 1954 amount, and to step up spending for 
replacement and modernization of existing facilities by 
14 per cent. Smaller companies generally plan to devote 
a greater proportion of capital outlays to expansion 
purposes than larger concerns in 1955. 

Every size category except firms employing between 
50 and 99 workers expects to spend more money for 
expansion of capacity in 1955 than it spent in 1954. The 
smallest size group plans the greatest increase, followed 
by the two largest size categories. These three groups 
are the only ones which have a larger number of com- 
panies planning to increase rather than decrease ex- 
pansion spending 

Companies with over 500 workers and those employ- 
ing between 100 and 249 persons are the only ones 
planning to spend more for replacement and moderni- 
zation purposes in 1955 than in 1954. 

To obtain funds to finance their 1955 capital outlays, 
only the very largest and very smallest size groups 
show a pattern which differs markedly from the over- 
all state average. The largest manufacturers will rely 
on internal sources of funds more heavily than other 
concerns and the smallest firms expect borrow a 


relatively large proportion of the money needed. 
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In New ENGLAND, as in the nation, trust business is 
principally confined to corporate trustees — national 
banks and trust companies. There are lawyers and 
other qualified persons, however, who follow the pro- 
fession of private fiduciary and they continue to manage 
a smaller but important aggregate of trust property. 
For individuals, trust business is concerned with 
administering estates and personal trusts, providing 
counsel on investments, and taking custody of securities. 
For corporations, it is concerned with serving as trustee 
on bond issues, acting as transfer agent or registrar on 
securities, paying dividends and interest, handling sub- 
scription rights and redemptions, and managing the 
investment of pension funds. For nonprofit institutions 
welfare, educational, and religious — it provides a 
range of appropriate investment and security services. 
The activities of the trust departments of the region’s 
banks during 1954 were greater in number and yielded a 
larger revenue than ever before.' In general, growth 
occurred in all major divisions of trust business. Activity 
relating to personal trusts and estates increased as did 
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A WORD OF CAUTION 


In evaluating both this survey and national studies of 
capital expenditure plans of manufacturers, it must be re- 
membered that 1955 figures are estimates. The projections 
were obtained from manufacturers themselves, however, 
and presumably represent the most accurate predictions 
that can be made early in the year. For several reasons, 
however, these estimates could prove to be either too high 
or too low. 

Since this survey is the first one made for Massachusetts, 
no accumulated experience is available to aid in evaluat- 
ing the accuracy of the estimates. Actual expenditures will 
have to be compared with projected expenditures for 
several years, at various stages of the business cycle, and 
for different industries to develop measures of the sample's 
reliability. 

Similar studies made over a period of years in other 
areas, however, aid in appraising the reliability of manu- 
facturers’ estimates of their capital investments. The Federal 
Reserve Bank of Philadelphia has surveyed manufacturers 
in the Philadelphia area for the past eight years. It has found 
that they have correctly predicted the direction of change 
each year. But the estimated figure has differed from the 
actual figure by anywhere from two to 15 per cent. Experi- 
ence in the Philadelphia area has shown that manufacturers 
have generally understated the increases and overestimated 
the decreases. 

Statistics on contracts awarded for the construction of 
new manufacturing buildings provide one rough check on 
manufacturers’ estimates of spending for construction of 
new plants. According to the F. W. Dodge Corporation, 
the valuation of contracts awarded in the first four months 
of 1955 for future construction of manufacturing buildings 
surpassed the year-ago figure by 32 per cent in 37 eastern 
states and by 217 per cent in Massachusetts. This compares 
with an expected increase of 49 per cent in funds going 
for construction of new manufacturing plants in Massa- 
chusetts for the full year. 


tment Earnings and Business Volume 


at New England Banks in 1994 





es in business 
occurred in pension funds and_ profit-sharing plans, 
arising both from the addition of new accounts and the 
expansion of old ones. The larger district banks now 
handle pension funds for corporations of all sizes, in- 
cluding some of the largest in the nation. 

Total assets of trust departments of state and na- 
tional banks in New England approximated $7.5 billion 
at the end of 1954. These assets were distributed among 
152 national banks and about 100 state banks actively 
engaged in trust work. This figure is a mixture of cost, 
inventory, nominal, and other carrying values and thus 
represents only the general magnitudes involved. 

Approximately 46 per cent of the trust department 
assets in New England represents personal trust prop- 


services for corporations. Other increas 


1 The ratios of income and expense items shown in the accompanying table are 
derived from aggregate dollar totals based on the reports of 61 banks which re 
ported in the survey this year. Ratios are shown for banks by size groups both 
for those reporting profits and those reporting losses. Also included are ratios 
for banks which supplied a breakdown of corporate and personal trust business 
Overhead was included in total expenses this year in contrast to previous years 
when it was treated as an expense after total direct expense. Ratios will differ in 
some cases from results reported last year when averages of individual bank 
ratios were used. 
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erty in the form of living and court trusts distributed 
among 29,000 accounts. The balance, 54 per cent, 
represents management agency accounts and custodies 
distributed among 11,000 accounts. In recent years the 
proportion of this type of business has tended to increase. 

At the close of World War II total trust department 
assets held by the region’s banks approximated $5 
billion. During the postwar period they have increased 
about 50 per cent. The largest gains were experienced 
by banks in Massachusetts and Connecticut. In 1946, 
$3.8 billion, or 76 per cent of the region’s trust assets, 
was held by state banks and $1.2 billion, or 24 per cent, 
by national banks. At the close of 1954 the state banks 
continued to control about the same proportion. During 
the period, however, large gains in proportion were made 
by certain national banks. Trust department assets held 
by New England banks are currently estimated at about 
eight per cent of the nation’s total — roughly the same 
proportion as in 1946. 


NUMBER OF BANKS REPORTING INCREASES 
IN TRUST DEPARTMENT GROSS INCOME, TOTAL COSTS 
AND NET EARNINGS 
1953 TO 1954 
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Based on the reports of 50 banks which participated 
in the survey in both 1953 and 1954, total income from 
commissions and fees for trust services in 1954 amount- 
ed to $21.2 million, as compared with $18.7 million last 
year — an increase of 13 per cent. These 50 banks 
conducted about nine-tenths of the trust business in 
the region. All except eight of the banks reported in- 
creases in gross income. Although the increases were 
generally distributed throughout the size groups, the 
greatest increases were reported by the banks with the 
largest volume of trust business. Outlays for expenses 
rose only six per cent and net earnings before taxes 
showed a substantial increase of 74 per cent. Com- 
parable increases were made in profits after taxes. Net 
losses generally continued to be reported by the smaller 
sized banks — many of which are still in relatively early 
stages of developing trust business. In a number of 
cases, however, net losses were reduced considerably 
this year. 

Substantial increases in net earnings and profits were 
limited to the larger banks in the district’s principal 
cities and are explained by several factors beyond the 
increase in business volume. To counter a steady in- 
crease in operating expenses characteristic of the post- 
war period, the larger trust companies, particularly in 
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Boston, increased their basic fees for trust services early 
in 1954. The higher levels of stock prices which pre- 
vailed during the year and larger corporate dividend 
payments which affect fee income were also an influence. 
Many banks continued to improve the efficiency of 
their operations, and expenses did not rise as fast as 
earnings. The nature of trust business — operating with 
relatively heavy fixed as compared with variable costs 
enables the banks which conduct the largest volume 
of business to receive higher returns. Trust work neces- 
sitates the inclusion of research and investment special- 
ists, lawyers and other professional and technically 
trained personnel in the staffs of the banks or on a 
retainer basis. These among other cost factors tend to 
remain constant when related to given ranges of busi- 
ness volume. 

The typical trust department in 1954 received 49 per 
cent of its income from personal trust and related sery- 
ices, 21 per cent from personal agency and custody 
services, 14 per cent from estates, two per cent from 
pensions and profit-sharing trusts, 11 per cent from 
corporate agency accounts, and three per cent from 
corporate trusts. As would be expected, corporate ac- 
counts provided an important source of income only at 
banks in the large metropolitan areas where business 
activities requiring these services are concentrated. 

The typical ratio of net earnings before taxes to gross 
income was 16.4 per cent. The earnings ratio for each 
size group was near the average ratio for all groups. At 
the banks reporting losses, the loss ratio generally be- 
came larger as the size groups became smaller. At the 
small banks the gain or loss of a very few accounts dur- 
ing the year can make the difference between profit or 
loss. Net profits after taxes as a percentage of gross 
earnings ranged from about seven per cent at the larger 
banks to about 15 per cent at a few of the smaller banks. 
In some cases the high profit rates at the smaller banks 
resulted from 1953 tax credits which were applied to 
1954 operations. 

Forty-four of the 61 banks reported income tax 
figures and from this information taxes paid by the 
others were estimated. Tax payments at all banks 
averaged 9.3 per cent of total income. 

Information was received from 20 banks concerning 
the credit allowed for deposits in other departments of 
the bank. The average rate allowed by these banks for 
all accounts was 1.41 per cent. If allowed credit for de- 
posits is included in net profits for these trust depart- 
ments, the net profits after taxes on trust operations 
would be increased from 5.6 per cent of gross income to 
16.8 per cent. 

Total personnel expenses made up 64.7 per cent of the 
total expenditures of the average trust department. 
Among the bank size groups these outlays ranged from 
62.5 to 67.7 per cent. Both extremes were reported by 
the smaller-size banks reporting net losses. There was 
little significant variation in this ratio among the banks 
reporting net profits; it approximated 65.0 per cent on 
the average. The largest component, salaries and wages, 
averaged 58.3 per cent of total income and ranged from 
57.4 per cent to 64.9 per cent of the total in the various 
size groups. At the smaller banks, officers’ salaries were 
a greater part of total salaries and wages. 

Employee pensions and retirements averaged 3.5 per 
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cent of total expense, with the smaller banks spending 
somewhat less than the larger ones. A majority of the 
banks reported expenses connected with pension plans 
and other fringe benefits. 

Expenses related to the occupancy and use of quarters 
averaged 6.3 per cent. The smaller banks spent relative- 
ly less for quarters than the medium and larger-size 
banks. 

Fifty-five of the 61 banks reported information about 
overhead costs. Of these, 25 estimated overhead as 15 
per cent of total direct expenses while 30 of the banks 
derived an actual figure. Overhead averaged 14.5 per 
cent of total expenses for all the banks and varied by 
size groups from Ll per cent at the medium-size banks 
to 15.5 per cent at the largest ones. 


Details of income and expense were provided for both 
personal and corporate trust account operations by 11 
banks. Services for personal trust accounts returned net 
earnings before taxes of 18.5 per cent of gross income 
and a net profit after taxes of 8.3 per cent. Services for 
corporate accounts returned net earnings before taxes 
of 8.4 per cent of gross income and a net profit after 
taxes of 3.8 per cent. Six of the banks reported losses for 
corporate trust departments and four reported losses in 
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connection with personal trust activities. In general, 
experience outside this district suggests that corporate 
trust service is more profitable than personal trust 
service. Usually substantially lower ratios of direct 
expense to gross income are reported for corporate trust 
operations. A large volume of corporate trust activity is 
necessary to achieve this result. In this district larger 
volumes must be developed by banks interested in this 
type of business if earnings ratios are to be improved. In 
some cases, however, management may feel that, al- 
though this business shows a loss, it has offsetting 
benefits to the bank. 

Corporate agency accounts provided 84 per cent of 
total corporate income and 16 per cent arose from cor- 
porate trust activity. Personal trust services accounted 
for 57.5 per cent of total personal trust income, agencies 
25.6 per cent, estates 13 per cent and pensions 4.1 
per cent. 

Outlays for salaries and wages accounted for the 
major share of expenses in both kinds of work — 58 per 
cent for corporate accounts and 61 per cent for personal 
accounts. Occupancy of quarters and equipment ex- 
penditures were somewhat higher for corporate than 
personal accounts. Overhead absorbed 23.8 per cent of 
corporate account income and 18.8 per cent for per- 
sonal trusts. 


TRUST DEPARTMENT OPERATIONS OF 61 NEW ENGLAND BANKS IN 1954 





Trust Department Income Over | $100- 
(In Thousands of Dollars) $500 $200-$499 $199 $50-$99 $20-$49 $10-$19 11 Banks 
Reporting By 
Number of Reporting Banks 10 | 7 2 | 100 | 10 4 4 8 2 4 Type of Account 
; Net | Net | Net | Net | Net | Net | Net | Net | Net | Net ea pin 
Trust Departments with: Profits | Profits Losses Profits Profits Losses | Profits Losses | Profits Losses < ho 
porate | sonal 
Per Cent of Total Expenses 
Direct Expense: 
Personnel Expenses 
Total Salaries and Wages 57.9 59.1 58.5 59.5 58.0 60.3 64.9 57.4 57.4 62.9 52.1 54.7 
Officers 21.8 32.6 24.8 30.1 33.7 30.5 |} 34.7 35.4 45.1 41.7 10.4 94.5 
Employees 36.1 96.6 33.7 99.4 24.3 29.8 30.2 21.9 12.3 21.2 41.7 30.2 
Pensions 3.7 3.8 44 3.1 3.0 5 3.2 26 2.0 29 35 
Personnel Insurance 1.5 1.4 T.3 1.2 1.3 1.3 1.1 1.6 1.9 1:2 1.8 1.6 
Other Personnel Expenses 1.4 1.5 | 1.6 ‘2 1.3 1.2 1.2 1.0 1.3 1.6 1.6 1.4 
Occupancy of Quarters 6.1 6.8 6.2 7.4 6.4 8.5 5.6 5.8 6.0 3.7 6.5 6.0 
Furniture and Equipment 3.9 ee." A. 2.0 5 1.9 0.9 0.6 2.6 22 6.0 EY 
Stationery, Supplies and Postage | 3.0 2.8 3.8 3.6 3.6 2.3 2.5 24 1.9 96 21 29 
Telephone and Telegraph | 0.9 0.9 go] 5 Pe 1.1 1.1 0.4 0.9 14 0.7 0.7 0.9 
Advertising 1.4 1.8 2.6 2.7 £5 3.4 1.7 | SF 3.3 5.0 0.2 1.6 
Directors’ and Trust Committee Fees , Of 1.4 Le 1.6 1.8 1.6 1.3 1.8 5.8 1.6 0.1 0.7 
Legal and Professional Fees | 0.3 0.6 0.3 0.7 0.9 0.4 1.2 2.6 0.2 0.3 
Periodicals and Investment Services 1.0 1.1 1.3 1.4 25 1.2 1.8 2.0 0.9 2.0 0.1 0.9 
Examinations 0.3 1.0 3.0 0.9 1.5 1.0 7 1.3 +5 2.3 0.3 0.5 
Other Direct Expenses 9.4 2.4 3.3 1.9 29 a Py, 1.5 0.8 0.7 1.0 1.6 9.7 
Overhead 3.5 11.7 12.8 11.0 12.2 11.6 13.0 15.3 13.0 11.3 23.8 18.8 
Total Direct Expenses and Overhead 100.0 | 100.0 100.0 | 100.0 100.0 100.0 100.0 100.0 | 100.0 100.0 100.0 100.0 
Per Cent of Total Commissions and Fees 
Commissions and Fees from: 
Estates 10.9 21.6 12.9 26.5 95.9 21.2 26.3 21.8 32.2 18.1 12:7 
Personal Trusts 47.5 52.8 51.0 55.8 57.1 64.6 41.2 44.9 51.9 59.8 575 
Pension Trusts 2.9 1.1 0.6 1.3 0.9 0.3 4.1 3.8 0.4 4.1 
Personal Agencies 91.5 22.0 30.0 15.0 19.0 11.8 32.3 28.0 12.1 90.7 25.6 
Corporate Trusts 3.0 0.1 6.0 1.3 0.3 - 1.0 16.0 
Corporate Agencies | 14.9 25 0.7 2.3 1.4 1.9 84.0 
Total Income 100.0 100.0 100.0 | 100.0 100.0 100.0 100.0 100.0 100.0 | 100.0 | 100.0 | 100.0 
Total Direct Expense | 68.0 73.3 93.8 76.3 74.0 | 113.8 64.9 | 120.0 69.8 | 127.5 69.8 66.6 
Net Income after Direct Expense | 32.0 26.7 6.2 23.7 96.0 |—13.8 35.1 ,—20.0 30.2 |-—27.5 30.2 33.4 
Overhead 12:5 9.8 13.8 9.4 10.3 14.9 9.7 21.8 10.5 16.3 21.8 15.4 
Net Earnings before Taxes 19.5 16.9 | —-7.6 14.3 15.7 |—28.7 25.4 |—41.8 19.7 |\—43.8 8.4 18.0 
Income Tax Charges (—) or Credits (+) ti 8.6 7.0 7.9 — 15 |-+223 4.8 |+16.5 4.6 99 
Trust Department Net Earnings 8.4 S35) —f£6 ea 7.8 |—28.7 WF |—185 14.9 |—27.3 3.8 8.1 
Related Items: 
Dollar Amount of Total Commissions and 
Fees (thousands) 16,251 | 2,150 417 | 1,326 591 261 1292 278 33 56 2,465 | 7,456 
Dollar Amount of Total Expenses (thousands) | 13,079) 1,786 449 | 1,136 498 336 91 394 Q7 80 | 2,257 | 6,109 
Average Number of Officers 31.00 8.94 5.50 4.12 29.96 2.38 1.06 2.14 1.19 1.04 2.88 | 17.22 
Average Number of Employees 170.30) 29.99 | 90.00 | 11.78 | 4.91 7.50 2.88 4.07 0.55 1.60 | 31.95 | 69.20 





(1) Includes one bank which showed a loss. 


(2) Six of the 11 banks reported a loss. 


(3) Four of the 11 banks reported a loss 
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NEW CAR REGISTRATIONS IN MASSACHUSETTS 
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The adjusted index of production set a new 
record of 138 in May. Durables rose three points 
during the month but did not reach the 1953 
high. Nondurables, however, rose more than two 
per cent above the previous record of May 1953. 


1955 has been a record year thus far for new car 
registrations in Massachusetts. By the end of 
April, registrations were nearly 18 per cent ahead 
of those for the first four months last year and 
even further above the levels of previous years. 
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May gains in nonmanufacturing industries 
pushed New England nonagricultural employ- 
ment ahead of the April level and slightly above 
May 1954. Manufacturing employment declined, 
with leather and apparel industry cut-backs. 


Total insured unemployment in New England 
declined in May to a point 38 per cent below the 
year-ago level. Initial claims also have been 
moving generally downward in 1955. The May 
level was 24 per cent below that of a year ago. 
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New England construction awards for the first 
five months of 1955 were 19 per cent above the 
five-month total for last year. Chiefly responsible 
were manufacturing, commercial, other nonresi- 
dential building, and public works awards. 


Wholesale prices dropped in May to the lowest 
level yet reached this year, one point below the 
index for May 1954. The sensitive 22-commodity 
index fell four per cent below the year-ago level 
for May, while consumer prices remained steady. 














